Outline of the Research
• Paper tries to remedy gaps in previous work by:
-drawing on an established body of trade, industrial organization and technology literature emphasizing the notion of firm heterogeneity -covering five ASEAN economies (Malaysia, Thailand, Philippines, Indonesia and Vietnam) and wide range of industrial sectors; -using large Randomly selected data set from the World Bank of 5,900 firms for late-2000s along with other data; -using two alternative econometrics models, one for all firms in production networks and one for sustained exporters only 1. How much do SMEs engage in production networks? 2. What enterprise-level and policy factors influence SME participation in production networks? 3. What implications can be drawn for SME support?
• Following OECD (1997) definition, an SME has less than 100 employees Literature and methodology 2.
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Theory
• Four main strands of theory can explain trade and production network activity of firms which is the focus of research: Bell and Pavitt, 1993; Lall, 1992 , Iammarino et al 2008 • Theory and available empirical work suggest various hypotheses 1. Firm size expected to have positive effect on participation in production networks up to given threshold, but may not matter later 2. Foreign ownership positively related to participation in production networks as provides access to superior marketing, technology etc.
Human capital at higher levels positively related to participation in production networks
4. Technological capabilities -SMEs that have acquired high levels more likely to succeed in production networks
Firm age needs to be controlled for when looking for relationships between factors affecting firm-level participation in production networks
6. Access to credit -SMES with access more likely to join production networks
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Empirical Methodology
• where Y is vector denoting participation in production networks at firm-level, X is the matrix of explanatory variables b is the matrix of coefficients, and e is the matrix of error terms
• Probit estimation using explanatory variables X: 1) Firm size; 2) Foreign ownership; 3) Human capital; 4) Technological capabilities; 5) Age; 6) Access to credit
Findings and implications
3.
• Large firms are the leading players but a reasonable base of SMEs exist (as direct exporters or suppliers to MNCs)
-22% of SMEs as a % of all sample SMEs in production networks compared with 72% for large firms.
• Higher SME participation in more industrially developed ASEAN economies with more FDI and exposure to production networks -Malaysia (28%), Thailand (34%)
• SMEs do export directly but less than large firms. 
SME Export Shares
Share of SMEs in total exports (%)
Source: a Harvie and Lee (2002) and b Wignaraja (2012) 
Late 2000s All Countries
Source: Wignaraja (2012) 
Most Exports are Concentrated in Some Firms
Key Drivers of SME Participation in Production Networks in ASEAN 
